internal Revenue Service: . Department of the Treasury 2P

CERTIFIED MAIL

Date: oEC . s Employer Identification Number:

Form Number:

Tax Years:

I - i Thereafter

Key District:

Baltimore, Maryland
Person to Contact:

Contact Telephone Number:

—— Dear Sir/Madam:

This is a final adverse determination as to your exempt status under section
501(c)(3) of the Internal Revenue Code.

Our adverse determination was made for the following reason(z):

You are not organized and operated for any tax-cxempt
purpose set forth in I.R.C. §501(c)(3). Your articles
of incorporation do not limit your purpose to one or
more purposes defined in I.R.C. §501(c)(3). Further,
you are an 'action" organization, as defined under
Income Tax Regulations §1.501(c) (3)-1(c)(3) (ii),
because you are engaged in activities intended to
influence legislation.

Contributions to your organization are not deductible under Code section 170.

You are required to file Federal income tax returns on the form indicated above.
Based on the financial information you furnished, it appears that returns should be
filed for the above years. You should file these returns with your key District Director,
EP/EQ Division, within 30 days from the date of this letter, unless a request for an
extension of time is granted. Processing of income tax returns and assessment of any
taxes due will not be delayed because you have filed a petition for declaratory judgment
under Code section 7428. You should file returns for later tax years with the appropriate
service center shown in the instructions for those returns.

If you decide to contest this determination under the declaratory judgment
‘provisions of Code section 7428, a petition to the United States Tax Court, the United
States Court of Claims, or the district court of the United States for the District of
Columbia must be filed within 90 days from the date this determination was mailed to you.
Contact the clerk of the appropriate court for rules for filing petitions for
declaratory judgment. ’

(over)

INTERNAL REVENUE SERVICE
Philadelphia Appeals Office

707 Market Street - Suite 2200
Philadelnhia, PA 19108 .
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internal Revenue Service Department of the Treasury

District 31 Hopkins Plaza, Baltimore, MD 21201
Director

Person to Contact:
L]
Telephone Number:

Refer Reply to:

|
Date:

JUL7 1993

CERTIFIED MAIL

Dear Applicant:

We have considered your application for recognition of exemption from Federal
income tax under section 501(c) (3) of the Internal Revenue Code and have
determined that you do not qualify for exemption under that section. Our

reasons for this conclusion and the facts on which it is based are explained
belew.

The evidence submitted indicates that ¥ou were incorporated —,
under the laws of I ' t© promote and protec

the rights of manufactured home owners and to engage in and do any lawful
act concerning any or all lawful business for which corporations may be
incorporated under the an Non-profit Corporation Law."” On

, YO i ded articles of incorporation to legally
change your name to

Your articles of incorporation further provide that wphe corporation is not
organized for profit but is operated exclusively for the promotion of social
welfare of manufactured home owners in I - Yo part of the net
earnings of the corporation shall inure to the benefit of any individeal

and no director, officer, or employee of the corporation shall receive any
pecuniary benefits of any kind except reasonable compensation for services
in effecting the corporate purposes. The net earnings of the corporation
are devoted exclusively to such purposes as defined by paragraph 501(c) (4)
of the Internal Revenue Code (or corresponding section of any future
Internal Revenue La¥w of the United States)".

Your Articles further provide that vrhe corporation's assets shall be
distributed to another organization which is exempt under section 501(c) (4)
of the Internal Revenue Code." .



Membership in vour organlzation, as stated 1n vour by-lavws, provide that
members shall have the following qualifications: "They are I
residents who have an ownership interest in a mobile, manufactured or modular
nome and who reside therein during all or part of each year, or to persons who
are genuinely interested in the concevnt of the organization'.

Your activities include operating a clearinghouse for information to help
direct the manufactured homeowner to the proper agency for help with specific
problems, educating the manufactured homeowner about laws that protect them.
holding seminars and workshobps and producing a newsletter which outlines

vour programs.

on Page 4 of the Form 1023 which von filed with the Service, you indicate that
your organization also sponsers discounts for vision care and prescription
drugs by mairl, provides car rental discounts for members and accessbility to a
short term health insurance plan. You also indicate that you expect to
provide a homeowner's insurance policy for members.

In addition to these activities, you also indicate that approximately Il of
your organization's time and funds will go toward influencing legislation to
help relieve abuses i1mposed on the homeowners.

Income to your organization comes primarily from dues. Expenses have been
shown for building and occupancy, travel, telephone, dinners, and miscel-
laneous 1items.

Section 501(c){3) of the Internal Revenue Code provides for the exemption of
organizations which are organized and operated exclusively for charitable,
religious, and educatinnal purposes, no part of the net earnings of which
ipures to the benefit of any private shareholder or individual.

section 1.501(c)(3)-1{(a) (1) of the Income Tax Requlations provides that in
order to gqualify for exemption under Code section 501{(c)(3), an organization
must be both organized and operated exclusively for one or more exempt
purposes. Failure to meet either the organizational or operational test will
disqualify an organization from exemption under section 501(c) (3}.

section 1.501(c) (3)-1(b) (1) of the Income Tax Regulations specifies that an
organization is organized for one or more exempt purposes if its Articles of
Incorporation limit the purpose of such organization to sx:apt purposes.

Section 1.501(c) (3)-1(b) (4) of the Regulations provides that «n srganization
is not organized exclusively for one or more exempt purposes unless its assets
are dedicated to an exempt purpose. An organization's assets will be
considered dedicated to an exempt purpose 1f, upon dissolution, such assets
would, bv reason of a provision in the organization's articles or by operation
of law, be distributed for one or more exempt purposes, or to the Federal
government, or to a State or local government, for a public purpose.



Section 1.501tc) (3)-1(c) (1) of the Regulations provi.des that an organization
will be regarded as “"operated exclusively" tfor one oOr Rmore exempt purposes
only if it engages primarilv 1in activities which accomplish such purposes. An
organization will not be so regarded 1f more than an insubstantial part of 1its
activities is not in furtherance of an exempt Durpose.

section 1.501(c) (3)-1(c)(3) of the Income Tax Regulations provides that an
organization is not ovperated exclusively for one Or more exempt purposes if 1t
is an “action” organization.

Subdivision (ii) states that an organization 1is an m"action" organization 1if a
substantial part of 1its acctivities is attempting to influence legislation bv
propaganda or otherwise. An organization will be regarded as attemptind to
influence legislation if 1it:

(a} Contacts, or urges the public to contact members ot a legislative
body for the purpose of proposindg. supporting, or opposing
legislation; or

(b) RAdvocates the adoption or rejection of legislation.

subdivision (iii) states that an ~nrqanization is an "action” organization 1if
it participates Or intervenes, Adirec¥ iy Y ir.Yirectly. 1in any political
campaign on behalf of or in opposition Lo uY candidate tor public office.
Activities which constitute particinmation or intervention in a political
campaign nclude, but are not limited to. the publication or distribution of
written or printed statements or the making -f cral statements on behalf of or

in opposition to such a rcandidate.

Uader subdivision (iv), an organization is an "action" organization if it has
the following two characteristics: (a) Its mpain or primarv objective or
objectives (as distinguished from 1its incidental or secondary objectives) may
be attained only by legislation or a defeat of proposed legislation; and (Db)
it advocates, Or campaigns for, the attainment of such main or primary
objective or objectives as distinguished from engaging in nonpartisan
analysis. study, or research and making the results thereof available to the
public. All the relevant facts and circumstances #4ill be considered 1in
determining whether an organization has such characteristics.

Section 1.501(c) (3)-1(a) (1) (11) states that an organization is not orzanized
or operated for any purvose under section 501 (c) (3) unless it serves 2 public
rather than a private interest. Thus to meet the reaquirements of this
subparagraph, it s necessary for an organization to establish that it 1s not
organized or operated tor the benefit of private interests such as designated
individuals. the creator or his family. shareholders or the organization oOr
nersons controiled. directly or indirecrlv. hy such orivate interests.



Moreover, even though an organization mav have exempt purposes, 1t will not be
considered as operating exclusively for such purvose if more than an
insubstantial part of its activities serve a private interest.

Section 1.501(c) (3)-1(d) (2) of the Income Tax Requlations states that the term
"charitable" is used in section 501(c) (3) 1in its generally acceoted lecgal
sense. The term includes: relief of the noor and distressed or of the
underprivileded; advancement of religion: advancement of education or science;
erection or maintenance of public buildings. monuments, or works:; lessening
the burdens of government: and promotion of social welfare bv oraanizations
designed to accomplish anv of e above purvoses. or (i} to lessen
neighborhood tensions;: (1i) ta eliminate vrejudice or discrimination: (i11) to
defend human and civil rights secured bv law: or (1v) to combat community
deterioration and 7juvenile delinquency.

In Better Business Bureau v. United States., 326 U.S. 279-283, (1945), the
court held that the existence of a single non-exempt purpose, if substantial
in nature, will destroy exemption under section 501(c)(3) regardless of the
number or importance of truly exempt purposes. To qualify for exemption under
section 501(c)(3). the applicant organization must show (1) that it is
organized and orerated exclusively for religious, cr charitable purposes.

{2) that no part of the net earnings inures to the benefit of a private
individual or shareholder, and (3) that no substantial part of its activities
consists of the dissemination of propaganda or otherwise attempting to
influence legislation or ¢ngaging in political activity. See Kenner v.
Commissioner, 318 F. 2d. 632, (7th Cir. 1963).

Our review of the application submitted indicates that your articles of
incorporation do not meet the organizational test required for exemption
under this section since this document does not limit your purposes
exclusively to one or more purposes described in section 501(c)(3). This
document also does not provide for the distribution of your assets to
qualified 501(c)(3) organizations in the event you dissolve.

You also are not operated exclusively for charitable. educational, or other
purposes described in this section. Vour activities, as described in your
application., do not demnnstrate that Vou are engaged in activities that

are exclusively educational or charitaple as required by section 501(c) (3).
Your activities are designed “e heln owners of manufactured and modular
homes rather than the public at large which is a requirement to be exempt
under this section. Also. owners of manutactured and moduniar homes do

not constitute a charitable class of individuals such as low income
i1ndividuals and families, or disabled individuals which is a requirement
for an organization to be exempt under this section. Your activities

as described serve the private jinterests of vour members rather than

broad public interests and your ner earnings also inure to the benefit

of private individuals.



Your discount vision care and prescriptions programs indicate that you are not
operated exclusively for charitable nurposes. The fact that you expect to
spend % of vour time and money to 1niluence legislation to help relieve
abuses imposed on homeowners indicates that you are an “action” organi.stion
within the meaninc of section 1.501(c) (3)-1(c) of the Income Tax Recqulations
and are not operated exclusivelv tor one or more purposes described in this
section.

Therefore,we have conciuded that voun do not qualifv for . emption from Federal
income tax as an oraganization described 1n section 501 (c) (3) of the

Code. In accorcaance with thas aetermination you are required to tile Federal
income tax returns on Form 1120.

Contrinntions to your orqapization are not deductibie py donors under section
1701¢) (2) of the Code.

in accordance with the provisions ot section 6104(c) of the Code. a copv of
this letter will be sent to the appropriate State officials.

If you do not aqree with our determination. Yyou may request consideration of
this matter by the Office of Reqional Director of Appeals. To do this. you
should file a written appeal as explained in the enclosed Publication 892.
Your avppeal should give the facts, jaw, and any other information to support
your position. If you want a hearing, please request it when vou file vour
appeal and vou will be contacted to arrange 2 date. The hearina may be held
at the regional office. or if vou request. at any mutually convenient district
office. If vou will be represented by someone who is not one of your
princival ofticers, that person will need to file a vpower of attornev or tax
information anthorization with us.

1f you don't appeal this determination within 30 days from the date of this
Jetter, as explained in Publication 892. this letter will become our final
determination in this matter. Further. 1f vou do not appeal this
determinat.on in a timely manner, 1t will be considered by the Internal
Revenue Service as 2 faxlure to exhaust administrative remedies. Section
7428 (b) {2) of the Code provaides. 1in part, that "A declaratory judgement or
decree under this section chall not be 1ssued in anv proceedindg unless the Tax
court. the Claims Court. or the district conrt oI Tne gnirted States for rthe
District of Columbia determines that the oraanizarion involved has exhausted
administrative remedies availapie to 1T within +ne Internal Revenue Service."

Appeals submitted which do not contain all the docurentation reaguired bv
puplication 892 will be returned for com>letion.




If you have any questions, please contact the person whose name and telephone
phone numper are snhovn 1n the heading of this letter.

Sincerelv,
|

Actinag District Director

Enclosure: Publication 892

cc: State Attornev General -




